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ABSTRACT 



Spejcific roles faculty members cam play in €heir 
institution's budget processes^ are discussed, and the general ends 
served by budgets are identified. Each of "the dimensions of 
ini;titutional character ',(e.g. , size, mission) determines the ways in 
which participants in budgeting will inte.ract* For example, broader 
faculty participation in budgeting generally is more easily achieved 
in smaller colleges than in larger institutions. Other factors 
influencing faculty participation ip budgeting include the overlap o^ 
budget cycles and the number ot layers of review in the process. 
Three broad categories that encompass most of the questions asked by 
participants in budgeting are: expenditure plans, source of revenue, 
and hidden costs. Strategies for gaininc| flexibility in the budget 
are also considered, including creating a central reserve of 
resources by withholding a small perceri;tage of the funds* distributed 
to lower levels in the institution. In addition , strategies that can 
be Employed to meet" a f iscal crisis are i^^eviewed;; fehort--t€rm (1 to 3 
years) , focusing largely on cash-f IbW management;/ intermediate-term 
(2 to 6 years) , focusing on personnel policies; and long-term (3 to 9 
years),, focusing on the rearrangement of program priorities, 
including significant reallocatron of resources that may require the 
reduction or elimination of programs. (SW) 
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"the Faculty Role in Budgeting 



by RICH|^^*:°MEISINGER, JR. and LEROY W. DUBECK 



Before we can qonsider the sper . 
cific roles faculty membei^s 
can play in their institutipoJs 
budget processes, we must be clear as 
to^ the general ends served by the 
budgets themselves. 

Clearfy, . academic institutions^ 
would need no budgets if they had 
sufficient resources* to satisfy all' 
their needs. Therefore, budgeting is 
primarily a process for setting priori- 
ties for institutional activities, as well 
as a control mechanism regulating ^ 
the flow of resources to activities in 
accordance with institutional objec- 
tives. The budget summarize^ the^ac- 
tivities to be undertakeQ^nd the re- 
source constraints within which they 
will be supported. The budget also 
provides coherence to large numbers 
• of interdependent activities, frcfm 
the operation of academic depart- 
ments to administrative support ser- 
vices and res.earch* programs. Stan- 
ford University, for example, has 
approximately 8,000 distinct income 
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v; accoutits, most of which are re- 
stricted, for specific purposes. It 
would be inipossible, of course, to 
keep track of these inoome sources 
. and sets of expenditures^ without an 
" accQunting system designed to iso- 
late sources of income and the uses to 
which they are put. Like most other 
. amiversities, Stanford has adopted a 
^set of accounting rules, generally re- 
ferred to as **ftind accounting," to 
' track revenues and exiiehditures. 
^ The budget is also^ form of con- 
tract. In exchange for a certain 
amotmt of money, institutions or de- 
partments are expected to provide 
specffied instructional, research, and 
public services. Thus, the budget be- 
conieV a summary of commitments 
made by both the funding agency, in- 
cluding the collective student body*, 
and the recipient of those funds. 
From' this implicit contractual un- 
derstanding inherent in the budget 
arises a concern for accountability. 

In addition, the budget provides a 
network of communication. Jt is of; 
ten the only way for an operating 
unit, departnient, or institution to 
express its detailed objectives and 
to identify the resources it nee,ds to 
meet those objectives- This commu- 
nication is timely and efficient in that 
most budget requests are reviewed at 
roughly the same time so that judg- 
ments can be made about competing 
activities/ Also, decisions about how 
many resources a unit or institution 
is to receive are a form ot communis 
eating in tangible terms how various 
activities are valued by decision 
makers at higher levels. ^ 

Finally, and above all else, the 
budget is a political instrument. It re- 
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fleets the results.of negotiations over • 
what activities should be funded -and. 
at what levels. To create the budget a 
number of bargains must be struck 
and a4;iuniber of trade-offs made. 
For the faculty to play its appropn- , 
ate role, faculty representatives must 
better understand the ^fundamental 
elements of the process.- Arid several 
factors common to the process at all 
institutions influence the degree and 
quality of faculty participation in it. 
What follows is a brief outline of 
these common! factors and a set of 
suggestions, for enhancing faculty 
participation. 

Every institution has a< unique 
character— an amalgam of such ele- 
ments as history, mission, academic 
programs, size, location, type of 
support (public or private), nature of 
the faculty and staff profile; finan- 
cial condition, student quality, fac- , 
ulty role in gbvernarice, alumini sup- 
port, and athletic reputation. Each , ' 
of the dimensions of instituti6n|)l ' 
character determines the ways in 
which participahts in budgeting' will v 
interact and helps shape the frame- ^ ^ 
work for their interaction. • 

Thus, for example, collegia! gov- 
ernance and broader faculty partici- * 
pation in budgeting generally are 
more easily achieved in smaller col- 
leges and universities than in largeKj; 
• institutions: Similarly^ p^gticiparit^ 
in budgeting at public InSrtiitions » 
and the well-endowed and ^sti^'^ * 
gious independent institutions that 
enjoy relatively steady sources of * 
revienue will establish a differerit set 
of guidelines for the budget process 
and >vill ^sk a set of questions about 
the internal allocation of resources 



different from those asked in finan- 
cially insecure institutions. Mc)fe- 
over, .colleges and univfersities in the 
public sector are. accountable to a 
broadisr constituency, including leg- 
islators and the general public: Ac- 
cordingly, public jinstitutionsy must 
respond lo^more Requests for/ finan- 
cial information f^om external agen- 
cies than must independent^ institu- 
tions. A unique environment is thus 
created for eaciji institution, a$ is a 
unique framework vvithirt which the . 
budget process /occurs:; the texture of 
the'budget process at one college or 
university may not be readily applir 
cable to another college or liniver- 
^sity. ; / 

■ The overlap of budget cycles ,* 
strongly de/ermines participant be- 
havior in the budget process. Gener- 
ally, in both the independent and . 
public sectors, attention is directed 
toward more than one budget cycle 
at the same timL The University of 
Maryland, College Park, provides a 
typical examplejor public sector in- 
stitutions. During fait 1980, for ift- 
stancc^campus of ficials at Maryland 
were required to prepare a prelimi- 
nary estimate of their budget needs 
for fiscal year 1983. This required, in v 
turn, cappus^ estimates of needs 
some 18 months prior to the begin- 
ning of the fiscal year for which the 
needs werfe stated. Effecting change 
in the budget of an institutibn^uch as. 
Maryland, then, usiially requires at 
lea^t two years^ Consequently, fac- 
ulty budgeters at such an institution 
generally need to.niodify their tradi-. • 
tional approaches*to academic plan- 
ning: instead of looking* -ahead , 
merely one senjester or perhaps one ^' 
academic year, they must learn td* 
think and act in terms of two- or even / 



three-year plans, r "^ 



Another factor influencing fac- 
ulty participation in budget- 
ing is the number of layers of 
review in the'process. Budget plans 
that originate" at the departmental 
level generally are jsuccessively' re- 
viewed and possibjy^ modified at the 
college^ campus, and— in the public 
sector— state levels. Typically, the 
more- levels of budget review'tHere 
are, \he tighter the schedule for re- 
view and the more constraints on 
broad faculty^participation. 

In large institutions «with multiple 
colleges or schools, the first level of 
. review is usually the college. Nor- 
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mally, the dean must consolidate in- 
dividual departltient; requests into a 
single ^college request, and unless the v 
departments have exercised consid- 
erable— and,in many ways unnajli- 
ral— restraint, the dean will have to 
pare down theit requests selectivell^. 
Most coUeges da nQt enjoy, th^ lux; 
ury of a large a^^histrativ^ staff, so* 
a faculty advisor*j^ "cOirjniittee may 
play'^ari imRoftant-rble ip aiding the 
dean in thi^ review; -process. Ques- 
tions raised at ^he college ^1^^ 
foeus on academic issues such as cur- 
ricullim design, course scheduling, 
faculty staffing, progra^pv enroll- 
ments, and research v^^gratns. 
Here, obviously, well-prepared and 
aggressive "faculty can c^tribute / 
muchlo the budget, prpcqps. ' 

Generaliy,'officials at ^Aie campus 
level are responsible for preparing 
instructibns for budget assembly and ' 
for reviewing college or .schopl 
budget requests. . In larger institu- 
tions the key oifficialSvinclu(|ing^Lhe 
president, vice presidents for finan- 
cial and academic aijfairs, and bud- . 
get director, are supported by ana-'^ 
lytical staffs. iVtitipation in the 
budget process beyond tnjs circle of 
administrators varies from campus 
to campus. Hearings at which aca- . 
demic and administrative officials ' 
defend their budget requests are held 
as is necessary or as custom dictates. 
Princeton University, for example, 
has a Priorities Committee, which, 
while advisory to the president; per- 
forms thorough analyses and makes 
specific, detailed budget reco'mmen- 
dations..This commi*ttdeis,comp6sed * 
of faculty, graduate and undergrad- , 
uate students, and nriembers of the - 
administration .and' staff . At St^n- 
. ford University, the University 
sory Committee on -Budget, Plan- 
ning-^a group of faculty and 
administrators— e'Xamines issues of 
long-range impoftancej /reviews the 
major assumptions underlying each 
year's budget planning, and advises, 
the president on planning problems 
" ^and prospects. Elsewhere.,- faculty 
r isenate budget committees may make ' 
•independent reviews of the budget, 
their conclusions may have only 
lirmted influetice on final 'resour9e 
. allocations- 

The question of how faculty mem- 
bers can influence the budget process 
involves a number of interrelated 
factors* A knowledge of the eco- 
nomic and political climates and of 



the sequence of events and the actors 
in the process is not in itself stjffi- 
cient to influence the pi;ocess, Sue- 
cessfuj faculty budgeters must also ^ 
know'feoth the kinds of questions to 
ask\and.the appropriate stages at 
which to ask them. The questions 
can be about the process itself (e.g.. 
Who should participate at each stage 
of the process? What information . 
should be provided as most useful to ^ 
participants? How can the timing be 2 
adjusted to allow for more complete 
analyses?), or about the substance of '-^ 
budget decisions (e.g., How^much 
should tuition and fees be increased? 
How large an increase should the 
various colleges, schools, and de- 
partments receive next year?). Over : 
time, -participants -become experi- . 
enced and, more sophisticated in 
phrasing the questions and raising 
^ ' thejn so as tQ have the most irtipact. 
This itieans that frequent turnover of 
faculty representatives on budget 
corprivittees, particularly at the- col- 
lege .on uhiveVsityleveli maKes ^genu- 
ine rfgitulty participation difficult. 

T hree bro^d -categories encom- 
pass mqst -of the questions 
asked by participants^in'^bud- 
geting: (1) expenditure plans', (2) 
sources of revenue, and (3) hidden 
costs. 

ExpendiHirfi^ plans, Most qijestioiis 
\ seem to address expenditures, ^nd of 
^these a good num^ber concern thjeuti- 
; lization of faculty and staff. For 
most institutions, costs fof salaries 
and benefits accbunt for 6(1-80 per- , 
cent oT the budget- Faculty compen- 
sation-alone is 40-55 percent of a 
. typical institution's budget, exclud- 
■ in| auxiliarj! enterprtses. For faculty 
".representatives, the policies and pro- 
cedures concerning faculty salaries 
and Workloads have afn importance . 
much greater than the fraction of the » 
total budget that faculty salaries- rep- 
resent: thdy define thi2 basic fica- 
demic environment in which f^iculty^ 
members must live and, work. ^ 

iGenerally, reisources are allocated 
to encourage or promote activities 
dictated by program priorities...To - 
guestidn program and activity prior-/' 
ities is to question the heart df any 
institution's budget- Accordingly, ' 
the most significant budget changesr-' 
: usually opcur when priorities are 
shifted. As budgeters^establish pro- 
gram priorities, they also decide*t|ie 
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meaniM^y which progress is to be 
/measu^ecj. Tyj^ically, the-measures 

• are;a'bafance of (Quantitative indexes 
(e.gi» student-faculty ratios, student 
credit hours taught per FTE faculty 

^ .member, square fpotage serviced per 
- member of the janitorihl stafO and 
qualitative indicators (e.g., quality 
of a department's faculty or cur- / 
» riculum, national reputation of a de- 
partment, /acuity contact with stu- 
dents, service orientation of support 
units).\ Decisions concerning appro- 
priate i nfieasu res arid judgments 
about the application. of these mea- 
sureS'Strpngly influence the t)attern 
of'resource allocations. 

Most institutions use some mea- 
sure of instructional' load in allocat- , 
ing re^urces to departments. Two 
Of the most commonly Employed in- , 
dicators are student-faculty ratios ' 
and avierage student credit hpurs 
taught per FTE faculty hiember. 
Faculty members 'on budget commit- 
tees should play a major role in rais- 
ing and answering the following 
questions: While departments that * 
depend heavily 6n la,boratory or stu- 
dio instruction will have lower stu- 
dent-faculty ratios than departments 
that have large lecture sections, 
should such departments balance . 
theirofferings more between la-bora- 
tory or studio instruction and; large 
lectures? Dp accreditation standards 
restrict departments to certain in-, 
structiqnal methodologies? "Can 
educational technologies such as 
television br computer-assisted in- 
struction be legitimately, introduced 
to make ijistruction less labor-inten- 
sive'^^ In; disciplines ^yhere student 
demand is increasing, ^an vJlays be 
found 'to serve studentis propg-ly 
^without increasing the number of 
faculty and gtaff pbsitiohs? Are 
• "yjer? significant unexplained differ- 
e^ices in individual faculty teaching . 
\ Idads both withlnt departments arid 
\ across departments? 

As noted earlier; the allocation of 
<^ faculty »"lines" or positions is fre- 
J c quently based on some measure of 
. / instructional load. Typically, the 
measures of instructional load are 
composed of elements weighted by 
level of instructfoh or 'level of stu- 
dent: weights are usuallyjafger for* 
more advanced levels 'of instruction 
or levels of students to reflect the be- 
lief thai instruption at advanced lev- 

• els is more time-consuming for fac- 
ulty j and hence niore e^^pensive. The 





relative difference annpnj 
may also reflect institute 
ities in terms of the u 
portancq of instruction 
levels. ForV example, 

.urfdergraduate cour^esl^ 
weighted 1.0, upper-level fiS 
uate 1.^, graduate 2.0, anq''i 
research 5.0. If the weights^ used' 
compute teaching load indica^fe"?^ 
iti'stitution's priorities, a change ifif^ 
weights signifies a change in pnor;^*^]^ 

.ties\ • - , _ / 

Departments with a higher pr^ 
portion of junior j^acuhy will^be 
expensive towsupport'^ than dep; 
merits with a higher proportioj 
senior faculty. A determinatioiVinust 
be made as to whether the/ 

^bution of facuhy^e;cpeFlise' withirl a 
discipline is appropriate for both the 
department's instructional arid re-; 
search missions. Hdre; the views of' 
the faculty within the departmjent 1 
may differ greatly from those of a 
collegewide or university wide review 
body. 

In the aggregate, the magnitude of- 
faculty-wd staff salary adjustments 
depends neavily on the size of the in- 
crease in institutional income. Gen- 
erally, the totdl pool of resources 
available for^salary adjustments is 
divided into two parts: one for merit 
adjustments, the other for across- 
the-board, or cost-of-living, adjust- 
ments. At ^ome institutions a por-* 
tion of the total salary adjustment 
pool is set aside as a contingency 
fund for special recruitment aiid re- 
tention needSi Typically, the merit 
adjustment pool allocated to each 
department or administrative linit is 
- a percentage of total base salaries. If 
the president, vice president for aca- 
demic affairs, or deans setj aside a 
portion of the institution's total sal- 
ary adjustment pool as a contingency 
fund, the prorated departiji'ental al- 
locations may be supplemented to re- 
flect differences ariiprig departments 
in tjerms of'tnarkfet conditions or in- 
stitutional priorities. 

M -s .budgets becbftie tighter, 
/\ more departnients and insti- 
\.J. JLtutions depend on part-time 
and temporary faculty to make ends 
meet bfecause the latter generally re- 
ceive less compensation on a course- 
by-coUrse })asis than do permanent 
faculty. >yis6, part-time and tempo- 
rary, faculty can be employed as 
needed. / ' ' • 



B'ut ofte^ overshadowing tlie fiCQf 
noniic advantages are the negative . 
'features of part-timie and te'riipprary 
employment. Some teachers become 
academic gypsies, moving frohx one 
emporary pbsifiori to ^aother; Ac- 
ordlngly, one would •e>pect te^^po- 
^ary faculty to be less ^ommkteds^ 
ibirpinstitutions. Because 4empo^ 
ivy jfaculty often receive heavier \j 
caching assignm^^nts ' than perifia-- 
nent faculty, it is more difficult for . 
tnem to pursue the scholarly activ- 
ities that strengthen iI^^t^uction. . 
Also, [part-tirne f^ulty'tend to be 
tess available to' students and col- 
leagues becaflse of their other obliga- 
tions. Thusi a number of policy 
questions arise concerning the use of 
part4irne and tqrriporafy faculty: DoV 
undergraduate students experience 
too large a proportionbf their curric- 
ula with temporary or part-time in- 
structors? Do departments apply t^e 
savings gained by using part-time* 
and temporary faculty to the instruc- 
tional area, ror are they diverted to 
other activities suchijas department al 
research and service? 

Many institutions h^ve a sabbati 
cal leave policy for faculty, provid 
ing one year of leave at half salary o 
one semester at full salary for every 
§ix to ten years .of full-time service. 
For faculty leaves of one year, de- 
partments can use the half-salary 
saved to employ part-time instruc- 
tors to cover the permelnent instruc- 
tpr's courses and, if. the permanent 
instructor's salary is sufficiently 
large, to have excess funding to ap- 
ply to other activities. Generally, de- 
partments, lose" resources with sab- 
baticals of one semester at full pay 
because they \piust to some extent 
employ substitute instructors to 
jcover the absent faculty member's 
courses. Differing \yays of handling, 
sabbatical leaves are reflected bylhe 
following questions: Are all faculty 
granted^ sabbatical leaves when they 
have niet the minimum service re- 
quirements? Do some departments 
' require faculty to seek outride fund- 
ing to cover part of the .sabbatical 
leave? Do some departmental; permit 
only year-long sabbatical leaves at 
half-salary? Answering questions 
such a;s^these requires the kind of in- 
formation only faculty members can 
supply: here, faculty participation 
seems rmperative. . 
Sources of revenue. Budgets are 
shaped fundamentally by available 
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revenues. Questions of Kbw revenues 
■ *are pl*ojected and' how institutional 
^ 'policiesiand programsjnfiuence the 
availability pf resources are impor- 
tant considerations for all budgeters, 
^ faculty ^av^adrriinistratipn alike. In 
both the public and^'independent sec- 
i ^orSjfstudent'enrollments arc proba- 
bly the singfQ mosllnfluential deter- 
^minant of irtstitutional income, Th^ 
4[^indep?ndent sector relies more on 
. ition income tfian does the public^ 
•sector, though public sector appra 
priatiops from state legislatures are 
Reared primarily to enrollments. En- 
fclowment incocne is a major consid- 
eration at only a few institutions' in 
-^this country; in fact, ii> 1982 fewer 
than 200 colleges and universities 
had erfdowrnent|^*exoeeding $3 mil- 
lion. Many Jnjrtmitioris supplement 
their endowment iacome with gift 
revenues. Finally, a small number of 
institutions house significant, spon- 
sored research programs ^jattjilcting 
millions of dollars, but mSpst of these . 
research monies are ear^^rked for 
the'research activities themselves and 
do' not constitute a popyoXtevenye^ 
'over which the institUtioh§ "^have 
' i much control. - •i4f^ty. 
. Endowment Jncohie is ari^^re^^^^ 
which faculty members Vfean raiSe 
questions "^about revenue. -sources. 
Many actors in Jthe'budget process- 
including admuiistrators and fac- 
ulty— niaypPt DC familiar with en- 
' .;dowmentsJbecause these in vestifients 
are often managed by a committee of , 
the board pf trustees, a separate de- 
velopment pffice, or professional in- 
vestment counselors. Although bud- 
geters generally need not concQpn 
th^selves with the day-to-day man- v 
*€egement of endowments, they tan j 
question the direction of investment 
policfes and the relationship between 
the policies and tl¥e revenue gener- 
ated for the institution: How, for ex- 
ample, is the investment portfolio 
balanced to accommodate the need 
for capital growth On ihe one hand 
and operating income on the other? 
(If the portfolio leaAs too heavily to- ^ 
ward capital growth, it may generate . 
insufficient income for the Vudget. 
If, on the other hand, the portfolio^ 
leans too heavily toward income gen- 
eriation, it may not grow sufficiently 
to keep pace-with both inflation andi 
income needs.) What is the rateof re- 
turn on the investmentjoortfolio? At • 
what rate is income from the endow,- 
ment drawn down? Should only a. 



pbrtion of tfiji income generated by 
endowment' investments be used as 
reVbniie fpr the budget^ with the bal- 
! ance added to the principle so that 
I . the endowment will grow? . 

Another series of questions can be 
. raisecjj^bout tlie uses of endowment 
income:. Should it be used pwmarily 
ao fund continuing activities, or/ 
should it be earmarked as ; seed 
money for new activities? Should 
part of endowment income be set 
aside<for contingencies? To what ex- 
tends endowment earmarked by do- 
nors for particu ^" prograjns and ac- 
tivities? / \ 

I Hidden costs. Many-policy decisions' 
have hidden costs associated with 
them that become long-term obliga- 
tions. Faculty and administrators in- : 
A'olved in the budget process need to 
be»sensitive to the future fiscal impli- ■ 
cations of all decisjons. * 

The addition of new. facilities, the 
introduction of n^w degree pr<f- 
grams, or curricular revisions caY^y 
with 'therri hidden costs. For exam- 
ple, opening, a new or renovated - 
building will require that fui|ds be 
provided for building miai nt^ ance. 
Also* a new facility usuall>f^pds an 
initial allocation for equipment and 
- furnishings. Funds may also have to 
be provided for equipment mainte- 
nance. If the opening of the neV fa- 
cility is not accompanied by the clos- 
ing of an older buildirig, the total 
utility bill for the institution will in- 
crease because additional spacc will 
have to be heated and lighted. 

Obvious costs of a new degree pro- 
griam are the salaries of additional 
faculty and staff ;ahd the operating 
expenses associated with day-to-day , 
program administration. (New jDro- 
grams alsb^steem to arouSe expecta- 
tions for continued growths) ^Less . 
obvious are the demands that n?w 
prpgrams^'make on existing .pro- 
grams? If, for instance, a tiew' pro- 
gram attracts new students to the in- 
stitution, the demand for courses in 
existing "complementary programs 
^ill increase. This .inay>equire that 
•'additional instructors be hired, 
which clearly hias special significance 
for faculty budgeters. If, on the 
othe? hand, the new progranri at-: 
traces studeiits from -other degree 
programs, there may be a decline in 
. the number of students taking 
Courses in certain existing depart- 
ments. Courses in some departments- 



ctDuld'then becomeAindersubscribed, 
leaving these" departments relatively 
overstaffed^ Similarly, altertng the 
clirriculurn.of ofj^department may 
have fiscal implications for gther de- 
partments. For exampler, if ^n ac-*" 
counting program ch^ges its re-^ 
•quirements to include instruction in 

t computer science, the computer sci- 
*ience department may haveAo employ 
V additional, faculty' to 'me^t the in- 
creased demand. . 

The elimination of entire pro- 
^gratfis may have hidden costs that 
erase some or a)l of the pfanned>&v-* 
ings. Other programs that depeira on 
the oncbeing eliminated will^jave to 
• find substitutes or prbvidt\{>e ser- 
vices themselves. If persftrnigl' are 
losing their positions, the institution 
. may be oTbligated to' place them in 
^ other positions on campus or to pro- 
vide severance pa^y. (An institution 
■ may be self-insured for unenjploy-- 
menLpa^erits to t^ese per«Pnnel.) 
AfsoL fafllitfes that dre no longer 
needed because of the elimination of 
' ^ program may still require minimal 
t heating during the ^yinter and mini- 
mal maintena.nce and security. . - 

Sources of Flexibility 

— F^cult^ and ad^mistrators with; 
budge(rr^p6njibiUty need to afitici- 
pate disruptirms in plans and. the pos- 
sibility that^arious^^ 
may arise(^^iyh^Q^o^ with 

^ constraints^lid o^ojfnmitiesv bud- 
getdrs want to\have;^ptto Those 
^options car) be pT^v^ded only if there 

; MS, sufficiejjt flexibility -irTn^ biid- 
ggt^a matter of deepest concern to 
the faculty in general and to the^fac- 

\ ulty's representatives in the budget 

\ process in particular. 



erhaps the mdjffig^vious strat- 
egy f or gafni ng fl^xibi lity is^ to * 
create a central reserve of re- 
sources (at the institution, college, or 
department level) by withholding, a 
small percentage of the funds distfib- 
uted to lower levels in the institution. 
If, for example, an institution pro- 
jects an increase in revenue of 10 per- 
cent for the coming fiscal year, the 
administration may elect\^o withhold 
one-tenth of this amount to create a 
1 percent discretionary fund. 

In both independent and public inV^ 
stitutions, reserves can be estab- 
lished through the imposition of sal- 
ary or budget savings targets on. units 
lower in the Wtitutional hierarchy. 



Typically, thes^urgets are based on * 
. historical patterns ol\year-chd sav- 
ings thai accrue as a result of the un- 
anticipated turnover of faculty and ; 
st^ff during the f iscal y^r. Budget- 
ers in. public institutions usually 
, are obligated to meet state-imposed 
salary savings targets; accordingly, 
campus-level 0|irficials simply in- 
crease the targets of subordinate 
units to exceedTthe state obligations 
and thereby create smalUreserves. 

Institutions dm gain some flexibil- , 
ity through^ policy of positipp re- 
version, whereby all vacant faculty 
and staff positions in subordinate^ 
units revert to the control of a dean 
or central adfninistrator fof possible 
reallocation/ This strategy Nvill pro- 
vide the dean or adrnihistrator with 
some flexibility to hire outstanding 
' faculty who appear on the job npiarr 
ket or . to I accommodate shifts; in ^ 
enrollment ^by^ transferring ^facdlt^ 
positions /ifrom on^ department 
another* j ; A 

Reserve resources also can be cre^ 
ated by downgrading the rank of a 



activities supported * by / external 
• funding sources ^provide institutions 
with the opporturiity.' for consider- 
^ able flexibility. Grant and contract 
proppsalis include many direct costs 
(9.g:,vsecretarial support, graduate 
student support, travel, "supplies andN 
materials) that enhance, the financial 
•cirdunistances of the . iiistitiitidn. 
They also provide financiai relief for 
research activities supported by the 
institution; but that legitimately can 
be suppfju'ted externally. 
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learly , this list of strateigies to 
obtain flexibility is not ex- * 
"haqstiveJ Ma^iy other strate- 
gies will depe'iid on the policies and 
procedures of the particular institu- 
'tion. But whatever strategies evolve, 
faculty budgeters cSin play an indi§-: 
pensable rbfer in suggesting and evat-" 
Hating alternatives for increasing 
flexibility and thereby improving 
their institution's financial position* 
What strategies can be employed 
to meet a fiscal crisis? In the best of 
^ _ _ _ -time^ there will be sufficient re- 
position when it becomes vacant . sourres for most colleges,anduliiver- 



^ .for example, a full professor earning X 
■ ' $45,000 a year departs, the''d«ah 
might wish to fill the vacancy with; 
'^an assistant professor, paid $23,000 
' K at year. The salary difference of * 
^ > $22,000 canibe diverted for ot'hV sAl- - 
\ - aries. This rank-reduetiori strategy' . 
1 must be used selectively, however, so ' 
as not to undermine the integrity of 
' the program. In* particular, an. aca- 
demic department requires a core of ' 
V^sfertfor faculty to provide leadership^ 
The watchdog function of faculty 
participants is crucial here. V 
The use af pah-time or temporary * 
■ faculty in place of permanent faculty v 
_;is a very common source of flexibil- ^ 
V ity. HovJ^ever, as indicated earjier, 
the advantage of incre*lstd nexibility^ 
' must be weighed against* the disaci-^ 
; vantages to students, programs, "Jind 
' faculty members. ^ 

Those state systems or indepen- 
dent institutions that permit the car- 
ryover of year-end balances frorri 
one fiscal year to another (whereby a 
part or all of the balancesr may be re- ^ 
tained) h^ve a naturaJ source of 
budget flexibility. This liberal use of 
year-end balances reduces the pres- 
sure on units to speftd all their re- 
sources at year's end arid encourages 
the saving of resources for inajor 
purchases or projects. \ ^ 
, ^ Sponsored research and training 



sities to continue to offer the desired 
Co^ programs and to.un- 

dertake a range of activities that sup- 
port their instruction,' ,research, and 
serv.i<ce missions. However, these are 
itot the best of times. Institutions 
across -the country are, in mSny 
cases, (Jesperate:ly short "of funds; 
hard decisicyis must be made about 
institutional priorities. Jhese de%i- 
' isions dan call for the reanoe^oii of 
institutional resources or,\m some 
cases, the fetrenchment o£proaranis 
and activities. The range ofVoptions 
and the flexibility available to an in- 
stitution in the midst of a financial 
crisis tend to be limited. The least 
disruptive reallocation and retrench- 
ment strategies teiijd to be those im- 
plen\ented in antiiip^tion of fiscal 
stringency andlbfeiofe inlstitutionar* 
priorities have toJbe reordered. It is 
possible, to av^d completely the 
most painful and destructive aspect 
of rotrerichment—th^erniination of 
faculty and staff^if members of the 
Academy are wilHng tacommit suffi- 
cient time and energy to rigorous 
long-range {planning. 
• Institutional 'strategies typicajily 
can be grouped into three categories 
-^that reflectJtHc amount of time avail- 
able to acl|[ieVe the required budget 
reduction^,-. the range of policy op- 
' tions available to institutions within 
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that time; and the'uniqiie chdrac^ 
oP the institution: (1) sh6ri-t|rmXope'^^^ 
to three years), focusing laTgelyr p^^^ 
. cash-floAv management. These striat- 

egies include reductions in si^pplie^^ - 
, .telei5hone usage, travel, and equip- v 
: 'nie;nt„purcha$es; deferrals of[ plariti j 
maiotenancel and leaving jf^aculty 
and staff' positions vacant or filling 
' them- with temporary or part\tim'e 
personnel; ■ (2) intermediate-term . 
(two to. six years), focusing on per- ^ 
^somvrf policies.' These include jj^o- . 
. vjjffng fapulty and staff with finari-* 
' ciaj incentives to retire early,- resign 
> voluntarily, take year-long sabbati-. - 
cal JeavesL^and Cindertake retraining; v; 
(3) long-firrri' (three to nine year^, 
focusing !bn the reanrangement of 
program priorities, including signifi- ' 
c^nt reallocaul^Of re^^urces th 
may require the reductiqn or elimi- 
natioh of programs. The fiscal, po- 
•, litical, 'and emotional cosljp of reallo- 
ciation and the potentially altered 
character of the institution must be 
weighed against the savings gained. *^ 
from the changes^aculty budgeters 
must ensiire th^^ral^^ctors are con- ' 
sidered4)efore decisions are made. 

An orderly planning process. typi- 
cally includes at least five elements 
before program revie\ys are initiated> 
(1) development of , campttswide or 
systeinwide policies and procedures 
^nd statements of priorities, (2) de-- 
yelopment of, institAitional "mission 
statements, (3) estaUfehment of per- 
, sonriel' policies and proqedures, (4) ' 
, establishment' of planning princi- 
ples, and (5)' Establishment of ,crite- 
r-ia, policies, and procedures for the 
review of new and existing programs 
and activities. Program jeviews 
should also extend to the npnaca- 
demic and support operations. . . 
^ Most importlntly, program plan- 
ning must viewed as a lorm-term, 
continuous activity because of the 
complexity of the academic enter- 
prise and the need to involve in the 
. process both administrators and the ' . 
appropriate faculty bodies. Because 
of its niajor impact ion the distribu- 
tion of resources, program planning 
is really the heart of the budget pro- 
cess. For faculty to play an appropri- 
ate role in program pUwing and the 
general budget process, a core 6f. 
professors must be willing tacommit 
over a period of years a'corfeiderable 
portion* of their professionaJLtime, \ 
their most vigorous energfes, and 
their kieenest perceptions, ♦ - 
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